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high volume adjustment factorsapplied to theSDA of certain hospitals for inpatient admissions duringstate fiscal years 2004 

and 2005. This amendment will also, allow certain medicaid hospitals with more than I00 licensed beds the option of 

receiving cost-based reimbursement authorized by the Tax Equityand fiscal responsibility Act of 1982 (TEFRA).Lastly this 

amendment modifies the reimbursement for direct graduate medical education for admission during state fiscal years 2004 

and 2005. 
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The LOS is the lesser ofthe DRG meanLOS, the claim LOS,or 30 days. The 30-day factoris not 
used in establishing a DRGper diem amount for a medically necessary stayof a recipientless than 
age 21 in compliance withthe EPSDT provisions ofthe Omnibus Budget Reconciliation Actof 1989 
and the provisions ofSection 4604 of the Omnibus Budget Reconciliation of 1990. 

(3) If the state agencyor its designee determinesthat the transferring hospital provided a 
greater amountof care than the receiving hospital, thestate agency or its designee reversesthe 
payment amounts. Thetransferringhospital is paid thetotal payment amountof the patient's DRG 
and the receiving hospitalis paid the DRG per diem. 

(4) The state agency or its designee makes multiple transfer payments by applyingthe per 
diem formulato the transferring hospitals and the total DRG payment amountto the discharging 
hospital. 

(9) Split billing. Thestate agency or its designee does not allow interimbillings by providers. The 
hospital may bill the state agency or its designee when the patient exceedshis 30-day inpatient 
hospital limit or is discharged. The state agency or its designee bases payment on the diagnosis 
codes known at billing.The payment is final. 

(h) Rebasing the standard dollar amounts. The state agencyor its designee rebases the standard 
dollar amount for each payment division at least every three years.state agency willnot rebase 
or recalculate the standarddollar amounts for each payment division for admissions duringthe period 
September 1, 2003 through August31, 2005. The relativeweights are recalibrated wheneverthe 
standard dollar amountsare recalculated. The standard dollar amountsare not rebased onan interim 
basis unless the state agencyor its designee determines that special circumstances warrant rebasing. 

(i) Recalibrating the relative weights. The state agency orits designee recalibrates the relative 
weights whenever thestandard dollar amounts are rebased or recalibrated 

(j) Revising the diagnosis related groups. The state agencyor its designee parallels the taxonomy 
of diagnoses as definedin the Medicare DRG prospective payment system unless a revisionis 
required based on Texasclaims data or other factors as determined by thestate agency or its 
designee. 

(k) Appeals. 
(1) A hospitalmay appeal individual claims as specified Asin other sections of this State Plan. 

specified in subparagraphs( A) , ( B) , and ( C) of this paragraph, a hospital may also appeal 
mechanical, mathematical, and data entry errorsin base year claims data and incorrectly computed 
subsequent adjustmentsto the hospital' s base yearclaims data becauseof the base year's tentative 
or final settlement. 

(A) If a hospital believes that the state agency orits designee made a mechanical, 
mathematical, or dataentry error in computing thehospital's base yearclaims data, thehospital may 
request a review of the disputed calculation by thestate agency or, at thestate agency' s direction, its 
designee. A hospital maynot request a review if thedisputed calculation is the result of the hospital's 
submittal of incorrect data or the result of the state agency's or its designee' s application of an 
interim rate to the base year claims data derived from a cost reporting period occurringbefore the 
base year. Upon theprovider hospital' s request, the state agency or its designee providesthe 
applicable available dataused in calculating the hospital's base year claims data to the provider 
hospital, The hospital must submit a specific writtenrequestfor review and appropriate specific 
documentation supporting 
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( 6 )  If a reviewor appeal of atentative orfinal settlement is not completedat least 60 
days before the beginning of the next prospective year, the rate applied tothe claims 
data on which the hospital's payment division and standard dollar amountare established is the 
interim rate established or its designee. Anyat tentative or final settlement by the state agency 
adjustment required after. the completion of the review or appealis applied onlyto the 
subsequent prospective year. 

( C) The state agency or its designee makes a March1,1988, adjustment to each 
hospital' s 1985 base year claims data and resulting payment divisionand standard dollar 
amount to reflect theinterim rate establishedat tentative and finalsettlement if applicable, of 
the cost reporting period associatedwith the 1985 base year. Any additional adjustments 
required asthe result of reviews and appeals describedin subsection ( k) of this section and 
completed by December31, 1987,are also reflectedin the March 1 1988,adjustment. Future 
adjustments as describedin this subsection and subsection( k)of this section are madeat the 
beginning of each prospective year. 

( 2) The stateagency or itsdesignee updates the standard dollar amount each year for 
each payment divisionby applying a cost-of-living index to the standard dollar amount 
established for the base year. The cost-of-living updatefor state fiscal year 2003, 2004, and 
2005 will not be applied to the standard dollar amount for admissions duringthe period 
september1, 2002 through August 31, 2005. The index used to updatethe standard dollar 
amounts is the greaterof: 

( A) the Health Care Financing Administration's ( HCFA) Marketbasket Forecast ( 
PPS Hospital InputPrice Index) basedon the report issuedfor the federal fiscal year quarter 
ending in March of each year, adjustedfor the state fiscal year by summing one-third of the 
annual forecastedrate of the index forthe current calendar year and two-thirdsthe annual 
forecasted rate of the index for the next calendar year; or 

( B) an amount determinedby selecting the lesserof the followingtwo measures: 
( i )  the changein total charges per case for the latest year available compared to 
total charges percase for the previous year;or 
( ii) the change in the Texas medical consumer price index-urban ( that is, the 
arithmetic mean of the Houston and Dallas/Fort Worth medical consumer price 
indexes for urban consumers) for the latest year available compared to the Texas 
medical consumer price index-urban for the previous year. 

(0) Reimbursement to in-state children' s hospitals.The state agency or its designee 
reimburses in-state children' s hospitalsunder similar methodsand procedures used in Title 
XVIII of the Social Security Act, as amended, effective October 1 ,1982, by Public Law 97-248, 
Tax Equity and Fiscal Responsibility Act(TEFRA). The state agency or its designee establishes 
target rates and stipulates payments per discharge, incentives, and percentage of payments. The 
state agency or its designee uses each hospital' 1987 final audited cost reporting period (fiscal 
year ending during calendar year 1987) as its target base period. The target base period for 
hospitalsrecognized by Medicare as children' s hospitals after the implementation of this 
subsection is the hospital' s firstfull12-month cost reporting period occurringafterits 
recognition by Medicare. The state agency or its designee annually increases each hospital' s 
target amount for thetarget base period by the cost-of - living index described in subsection (n) 
of this section. The state agency or its designee selects a new target base period at least every 
three years. Ln compliance with the EPSDT requirements of the Omnibus Budget Reconciliation 
Act of 1989 to provide other necessary health care and the provisions of Section 4604 of the 
Omnibus Budget Reconciliation Act of 1990, the costs of services provided to Medicaid-eligible 
individuals under age 2 1 are treated as pass-through cost and are calculated . . .. . .,, . ,. , , ... 

. .-rlc 
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(9)Hospitals with 100 or fewer licensed beds and certain hospitals with more than100 
licensed beds. The policiesin this subsection apply onlyto hospital fiscal years beginning on or 
after September 1, 1989 for hospitals with 100 or fewer licensed beds at the beginning of the 
hospital'sfiscalyear or hospitalfiscalyearsbeginning on or after September 1, 2003 for 
hospitals with more than100 licensed beds at the beginningof the haspitat'sfiscal year, located 
in a county that is not in a metropolitan statistical area (MSA) as &fined by thc U.S. Office of 
ManagementandBudget (OMB) anddesignated by the Center for medicare & Medicaid 
Services as a Sole Community Provider(SCH) or Rural refererral center RGC. At teentatbe cost 
settlement of the hospital's fiscal year (with subsequent adjustment at final 'cost settlement if 
applicable), the HHSC or its designee determineswhat the amaunt of reimbursement during 
the fiscal year would have been if the HHSC or i t s  designee reimbursementthe hospital under 
similar methodsandprocedures used in Title Xvlll of the Soda1 Seeid@Act, as amended, 
effectiveOctober I,1982, byPublic Law 97-248, Tax Equity and fiscal Responsibility Act 
(TEFRA). Thisdeterminationismadewithoutimposinga TEFRA cap. If theamountof 
reimbursementunder the TEFRA principlesisgreaterthan the amount ofreimbursement 
receivedbythehospitalundertheprospectivepaymentsystem, the HHeC or its designee 
reimburses the differenceto the hospital. 

(r)Reimbursementtoout-of-statechildren s hospitals. For admissions on orafter 
September 1, 1991, the standard dollar amountfor out-of-state children's hospitalsis calculated 
as specified in this subsection. The state agencyor its designee calculatesthe overall average 
cost per discharge for in-state children's hospitals based on tentativeor final settlementof cost 
reportingperiodsending in calendar year 1990. The overall averagecost perdischarge is 
adjusted for intensity of service by dividing it by the average relative weight forall admissions 
from in-state childrens hospitals during state fiscal year 1990 ( September 1, 1989 -August 31, 
1990) . The adjusted cost per dischargeis updated each year as additional final settlements are 
completed using thetime frames described in subsection( n) ofthis section and by applying the 
cost-of-livingindexdescribedinsubsection ( n) of this section. The resultingproduct is the 
standard dollar amountto be used for payment of claims as describedin subsection ( e) of this 
section. The state agency or its designee selects a new cost reporting period and admissions 
periodfromthein-statechildren s hospitals at leastevery three years for thepurposeof 
calculating the standard dollar amountfor out-of-state childrens hospitals. 

(s) Reimbursement of inpatientdirectgraduatemedicaleducation (GME) costs.The 
Medicaid allowable inpatient direct graduate medical education cost, as specified under similar 
methodsandproceduresused in the Social Security Act, Title XVIII, as amended,effective 
October 1, 1982, by Public Law 97-248, is calculated for each hospital having inpatient direct 
graduate medical education costs on its tentative or final audited cost report. Those inpatient 
direct medical education costs areremoved from the calculation of the interim rate described in 
subsection (b)(7) of this section and not used inthe calculation of the provider's standard dollar 
amount described in subsection (c) of this section. Those allowable inpatient direct graduate 
medicaleducationcostsforservicesdelivered to Medicaid eligible patientswithinpatient 
admission dates on or after September 1, 1997, will be subject to the cost determination and 
settlementprovisions as described in this subsection. No Medicaidinpatientdirectgraduate 
medical education cost settlement provisions are applied to inpatient hospital admissions prior 
to September 1, 1997. 

$7- 10 
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(t) Non-State Owned Urban Public Hospital Supplemental Inpatient Payments. 
Notwithstanding other provisions of this attachment, supplemental payments will be made each state 
fiscal year in accordance with this subsection to eligible hospitals that serve high volumes of Medicaid 
and uninsured patients. 

(1)Supplementalpaymentsareavailableunderthissubsectionforinpatienthospital 
services provided by a non-state owned or operated publicly-owned hospital or hospital affiliated with 
a hospital district in Bexar, Dallas, Ector, El Paso, Harris, Lubbock, Nueces, Tarrant, and Travison or 
after July6, 2001. 

(2) The supplemental payments describedin this subsection willbe made in accordance 
with the applicable regulations regarding the Medicaid upper limit provisions codified at42 C.F.R. 
$447.272. The following methodis used to reasonably estimate the Medicaid upper limit. Medicare 
payments subject to case mix adjustment are divided by a hospital’s Medicare case mix index (CMI) 
to determine total Medicare payments for case mix1.O. Medicare pass-through payments are 
added, and the total is dividedby Medicare discharges in order to determine a Medicare CMI adjusted 
payment per discharge. Medicaid payments subject to case mix adjustment are divided bya hospital’s 
Medicaid CMI to determine total Medicaid payments for a caseof 1.O.Medicaid pass-through 
payments are added, andthe total is divided by Medicaid discharges in orderto determine a Medicaid 
CMI adjusted payment per discharge. The Medicaid CMI adjusted payment per discharge is 
subtracted from MedicareCMI adjusted payment per discharge. The result is multiplied by the 
hospital’s base year MedicaidCMI to determine aCMI adjusted Medicaid Medicare payment per 
discharge differential. This payment per discharge differentialis multiplied by Medicaid base year 
discharges and inflatedto the current period. The calculation uses base year paid Medicaid claims 
and cost reports. All managed care patients excluded from the calculation. 

(3) In each county listed in paragraph(t)(l) of this section, the publicly-owned hospital or 
hospital affiliated with a hospital district that incurs the greatest amount of cost for providing services 
to Medicaid and uninsured patients, will be eligible to receive supplemental high volume payments. 
The supplemental payments authorized under this subsection are subject to the following limits: 

(A) 	In each state fiscal year the amount of any inpatient supplemental payments and 
outpatient supplemental payments may not exceed the hospital’s “hospital specific 
limit,” as determined under AppendixI to Attachment 4.19-A (relating to 
Reimbursementto Disproportionate Share Hospitals(DSH));and 

(6) The amount of inpatient supplemental payments and fee-for-service Medicaid 
inpatient payments the hospital receives in a state fiscal may not exceed 
Medicaid inpatient billed charges for inpatient services providedby the hospitalto 
fee-for-service Medicaid recipients in accordance 42 CFR 9447.271. 

O H 8  
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(4) Aneligiblehospitalwillreceivequarterlysupplementalpayments. Thequarterly 
payments will be one-fourth of the lesser of: 

(B) The difference between the hospital’s “hospital specific limit,”as determined under 
Appendix I to Attachment 4.19-A (relating to Reimbursement to Disproportionate 
Share Hospitals (DSH)) and the hospital’sDSH payments as determined by the 
most recently finalizedDSH reporting period. 

(5) For purposesof calculating thc “hospital specific limit” under this subsection, the “cost 
of services to uninsured patients” and “Medicaid shortfall”, as defined by AppendixI to Attachment 
4.19-A, the amount of Medicaid payments (including inpatient and outpatient supplemental payments) 
that exceed Medicaid cost will be subtracted from the “cost of services to uninsured patients” to 
ensure that during any state fiscal year, a hospital does not receive morein total Medicaid payments 
(inpatient and outpatientrate payments, graduate medical education payments, supplemental 
payments and disproportionate share hospital payments) than their costof serving Medicaid patients 
and patients with no health insurance. 

(u) In accordance with other provisions of this attachment, a high volume adjustment factor will 
be included in the calculation of the state fiscal year 2003, 2004, and 2005 (September1, 2002 
through August 31, 2005) standard dollar amount as described in subsection (a)(4) of this section. 

(1) Eligible Hospitals. All non-state ownedor operated, non public,DRG reimbursed 
hospitals located in urban counties with a population greater than 100,000, and Medicaid days greater 
than 175% of the mean Medicaid daysin the base period will be eligible for a high volume adjustment 
to their standard dollar amount. The base period for determining the mean Medicaid days and 
hospitals eligible for the high volume adjustment to the standard dollar amount in state fiscal year 
2003 is state fiscal year 2001 (September 1, 2000 through August31, 2001). The base period for 
determining the mean Medicaid days and hospitals eligible the high volume adjustment to the 
standard dollar amountsin state fiscal year 2004 and 2005 is state fiscal year 2002 (September 1, 
2001 through August 31, 2002). Medicaid days will be based on hospital claims data selected by 
HHSC. County population will be based on the 2000 United States census. 

(2) Alleligiblehospitalsincountieswithapopulationlessthan1,000,000 will receive a 
high volume adjustment factor of6.50% for state fiscal year 2003 and a high volume adjustment factor 
of 3.25% for state fiscal years 2004 and 2005; eligible hospitals in counties witha population greater 
than 1,000,000 will receive a high volume adjustment factor 2003 and aof 10.25% for state fiscal year 
high volume adjustment factor of 3.25% for state fiscal years 2004 and 2005. 

.. .. 
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(v) Non-State Owned Rural Public Hospital Supplemental Inpatient Payments. Notwithstanding 
other provisionsof this attachment, supplemental payments willbe made each state fiscal year in 
accordance with this subsection to eligible rural public hospitals for inpatient services provided to 
Medicaid patients. 

(1) For purposes of this subsection, rural public hospital means a public hospitalaffiliated 
with a city, county, hospital authority, or hospital district locatedin a county of less than100,000 
population based on themost recent federal decennial census. 

(2) The supplemental payments describedin this subsection will be made in accordance 
with the applicable regulations regarding the Medicaid upper limit provisions codified at 42 C.F.R. 
9447.272 and shall not exceed$35,000,000 per state fiscal year. The following method is used to 
reasonably estimate the Medicaid upper limit. Medicare payments subjectto case mix adjustment are 
divided by a hospital's Medicare case mix index (CMI) to determine total Medicare payments for case 
mix of 1.O. Medicare pass-through payments are added, the total is divided by Medicare 
discharges in order to determine a Medicare CMI adjusted payment per discharge. Medicaid 
payments subject to case mix adjustment are divided by a hospital's Medicaid CMI to determine total 
Medicaid payments for a case mixof 1.O. Medicaid pass-through payments are added, and the total is 
divided by Medicaid dischargesin order to determine a Medicaid CMI adjusted payment per 
discharge. The MedicaidCMI adjusted payment per dischargeis subtracted from Medicare CMI 
adjusted payment per discharge. year Medicaid CMI toThe result is multiplied by the hospital's base 
determine aCMI adjusted Medicaid Medicare payment per discharge differential. This payment per 
discharge differentialis multiplied by Medicaid base year discharges and inflated to the current period. 
The calculation uses base year paid Medicaid claims and cost reports.All managed care patients 
excluded from the calculation. 

(3) The amount of supplemental payments and fee-for-service Medicaid inpatient 
~ 	 payments (includingDRG and TEFRA inpatient cost settlements) the hospital receives in a state fiscal 

year may not exceed Medicaid inpatient billed charges for inpatient services provided by the hospital 
to fee-for-service Medicaid recipients in accordance withCFR 5447.271. 

(4) Supplemental payments will be madeto two groups of rural public hospitals. 

(A) Rural public hospitals that have a deficit between fee-for-service Medicaid oilled 
charges and fee-for-service Medicaid payments (including supplemental payments) 
greater than 1 percent of the total deficit between fee-for-service Medicaid billed 
charges and fee-for-service Medicaid payments (including supplemental payments) 
for all rural public hospitals. Medicaid billed charges and payments will be basedon 
a twelve consecutive-month period of fee-for-service claims data selectedby 
HHSC. 

(B) All other rural public hospitals that have a deficit between fee-for-service Medicaid 
billed charges and fee-for-service Medicaid payments (including supplemental 
payments). Medicaid billed charges and payments will be basedon a twelve 
consecutive-month periodof fee-for-service claims data selectedby HHSC. 
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(5) Supplemental payments willbe made quarterlyto rural public hospitalsthat have a deficit 
between fee-for-service Medicaid billed charges and fee-for-service Medicaid payments 
(including supplemental payments). 

(A) Hospitals eligible for payments accordingto section (v)(4)(A), the amount of the 
quarterly supplemental payments willbe one-fourth of: 

(1) The amount determine by multiplyingthe current statefiscal year Federal 
MedicalAssistance Percentage (FMAP) bythe deficit between fee-for­
service Medicaid billed charges and fee-for-service Medicaid payments 
(including supplemental payments), 

(2) The hospital's pro rata shareof the amount availableto be distribute after 
subtracting paymentsto hospitals according to section (v)(A)( HospitalsI). 
eligible for payments accordingto section (v)(4)(B), the amount of the 
supplemental payments will be one-fourth the hospital's pro rata shareof 
the amount available to be distribute after subtracting payments to hospitals 
according to section(v)(5)(A)( 1). 


